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Annual Financial Statements for the year ended 30 June 2018 

Accounting Officers' Report 


The accounting officers submit their report for the year ended 30 June 2018. 


1. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities? contingent obligations and commitments will occur in the ordinary course of business. 


The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these is that the accounting officers continue to procure funding for the ongoing operations for the municipality. 

2. Subsequent events 

The accounting officers are not aware of any matter or circumstance arising since the end of the financial year. 

3. Accounting Officers 

The accounting officers of the municipality during the year and to the date of this report are as follows: 


Name 

M. M. Chauke 
R.H Maluleke (Acting) 

M.T Shiviti 


Nationality 
South African 
South African 

South African 


Changes 

Appointed Monday, 01 January 2018 
Appointed Saturday, 01 July 2017, 
resigned Tuesday, 31 October 2017 
Appointed Wednesday, 01 November 
2017, resigned Sunday, 31 December 
2017 


4. Auditors 

Auditor General South Africa (AGSA) will continue in office for the next financial period. 
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Greater Giyani Local Municipality 
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Annual Financial Statements for the year ended 30 June 2018 


Statement of Financial Position as at 30 June 2018 


Figures in Rand 

Note(s) 

2018 

2017 

Restated* 

Assets 




Current Assets 




Inventories 

g 

2,405,314 

1,469,766 

Loans to other municipality 

6 

_ 


Other financial assets 

7 

_ 

102,965,384 

Other receivables from exchange transactions 

10 

5,437,678 

12,341,064 

Receivables from non-exchange transactions 

11 

39,932,796 

42,148,557 

VAT receivable 

12 

6,371,043 

4,552,746 

Receivables from exchange transactions 

13 

12,988,852 

10,289,260 

Cash and cash equivalents 

14 

14,639,964 

65,093,100 



81,775,647 

238,859,877 

Non-Current Assets 




Investment property 

3 

11,196,000 

9,700,000 

Property, plant and equipment 

4 

906,917,732 

851,327,849 

Intangible assets 

5 

405,379 

402,763 

Heritage assets 


171,053 

171,053 



918,690,164 

861,601,665 

T otal Assets 


1,000,465,611 1,100,461,542 

Liabilities 




Current Liabilities 




Finance lease obligation 

15 

582,651 


PayabJes from exchange transactions 

18 

70,546,004 

52,801,382 

Unspent conditional grants and receipts 

16 

5,465,566 

9,380,346 



76,594,221 

62,181,728 

Non-Current Liabilities 




Finance lease obligation 

15 

1,187,160 

w 

Employee benefit obligation 

8 

24,294,760 

24,185,818 

Provision for rehabiliation of dumping site 

17 

14,360,144 

14,360,144 



39,842,084 

38,545,962 

Total Liabilities 


116,436,305 

100,727,690 

Net Assets 


884,029,506 

999,733.852 

Accumulated surplus 


884,029,506 

999,733,852 

* See Note 
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Greater Giyani Local Municipality 

(Registration number LiM331) 

Annual Financial Statements for the year ended 30 June 2018 

Statement of Financial Performance 

Figures in Rand Note(s) 2018 2017 

_ Restated* 


Revenue 




Revenue from exchange transactions 

Service charges 

20 

4,583,367 

4,472,543 

Rental of facilities and equipment 

21 

836,285 

767,530 

Interest received (overdue accounts) 


11,985,410 

11,278,168 

Agency services 


226,696 

318,997 

Licences and permits 


5,160,503 

4,926,246 

Other income 

22 

1,579,115 

1,954,142 

Interest received - investment 

23 

11,737,571 

15,174,630 

Gain on disposal of assets and liabilities 


51,432 

- 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


36,160,379 

38,892,256 

Taxation revenue 

Property rates 

24 

35,238,339 

36,754,780 

Traffic fines 


6,234,881 

438,150 

T ransfer revenue 

Government grants & subsidies 

25 

343,970,662 

315,487,287 

Total revenue from non-exchange transactions 


385,443,882 

352,680,217 

Total revenue 

19 

421,604,261 

391,572,473 

Expenditure 

Employee related costs 

26 

(128,240,463) 

(119,686,520) 

Remuneration of councillors 

27 

(22,143,882) 

(19,431,700) 

Depreciation and amortisation 

28 

(82,338,374) 

(39,699,887) 

Impairment loss/ Reversal of impairments 

29 

(159,992,951) 

(51,007) 

Finance costs 

30 

(111,400) 

* 

Lease rentals on operating lease 


(1,576,580) 

(1,330,757) 

Debt Impairment 

31 

(39,112,976) 

(25,229,239) 

Bad debts written off 

31 

(2,816,107) 

- 

Contracted services 

32 

(57,084,446) 

(40,303,683) 

Loss on disposal of assets and liabilities 


- 

(2,764,141) 

Actuarial losses 


(2,322,492) 

(2,356,173) 

General Expenses 

33 

(50,800,854) 

(74,408,550) 

Total expenditure 


(546,540,525) (325,261,657) 

(Deficit) surplus for the year 


(124,936,264) 

66,310,816 


E 


* See Note 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Statement of Changes in Net Assets 



Figures in Rand 

Accumulated 

Total net 

surplus 

assets 

Balance at 01 July 2016 

Changes in net assets 

930,905,722 

930,905,722 

Surplus Jor the year 

68,828,130 

68,828,130 

Total changes 

68,828,130 

68,828,130 

Opening balance as previously reported 

Adjustments 

992,571 r 198 

992,571,198 

Correction of errors 

21,097,071 

21,097,071 

Restated* Balance at 01 July 2017 as restated* 

Changes in net assets 

1,013,668,269 1,013,668,269 

Surplus for the year 

(129,638,763) 

(129,638,763) 

Total changes 

(129,638,763) 

(129,638,763) 

Balance at 30 June 2018 

884,029,506 

884,029,506 


Note(s) 


& 


* See Note 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Cash Flow Statement 

Figures in Rand 


Cash flows from operating activities 

Receipts 

Taxation 

Sale of goods and services 
Grants 

Interest income 


Payments 
Employee costs 
Suppliers 
Other payments 


Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of other intangible assets 
Proceeds from sale of financial assets 
Gain on retention recovery 

Net cash flows from investing activities 

Cash flows from financing activities 

Repayment of other financial liabilities 
Finance lease payments 
Non cash item 

Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


& 


Note(s) 

2018 

2017 

Restated* 


41,331,219 

21,022,258 

344,619,362 

11,737,571 

36,727,158 

28,972,344 

294,037,502 

15,174,630 


418,710,410 

374,911,634 


(150,275,383) 

(131,596,829) 

(111,400) 

(136,763,832) 

(146,714,314) 


(281,983,612) 

(283,478,146) 

35 

136,726,798 

91,433,488 


4 

(7,042,764) 

(43,065,191) 

4 

(89,353,255) 

(3,203,591) 

5 

(1,546,384) 

(1,531,409) 


(56,297,308) 

(102,965,384) 


370,882 

- 


(153,868,829) 

(150,765,575) 



439,450 

1,658,411 

- 

(34,969,516) 

(56,019,264) 

(33,311,105) 

(55,579,814) 

(50,453,136) 

(114,911,901) 

65,093,100 

180,005,001 

14,639,964 

65,093,100 


* See Note 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 

Figures in Rand 

Approved 

budget 

Adjustments Final Budget Actual amounts Difference Reference 

on comparable between final 
basis budget and 

actual 


Statement of Financial Performance 
Revenue 

Revenue from exchange 
transactions 


Service charges 

4,300,000 

100,000 

4,400,000 

4,583,367 

183,367 


Rental of facilities and equipment 

867,970 

(56,020) 

811,950 

836,285 

24,335 


Interest received (overdue 
accounts) 

5,000,000 

- 

5,000,000 

11,985,410 

6,985,410 

A 

Agency services 

- 

- 

- 

226,696 

226,696 

B 

Licences and permits 

7,300,000 

(1,711,514) 

5,588,486 

5,160,503 

(427,983) 


Other income 

1,800,000 

29,500,822 

31,300,822 

1,579,115 

(29,721,707) 

C 

Interest received - investment 

11,776,000 

5,547,603 

17,323,603 

11,737,571 

(5,586,032) 

D 

Total revenue from exchange 
transactions 

31,043,970 

33,380,891 

64,424,861 

36,108,947 

(28,315,914) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

30,000,000 


30,000,000 

35,238,339 

5,238,339 

E 

Traffic fines 

100,000 

101,920 

201,920 

6,234,881 

6,032,961 

F 

T ransfer revenue 

Government grants & subsidies 

323,193,000 

26,232,582 

349,425,582 

343,970,662 

(5,454,920) 


T otal revenue from non¬ 
exchange transactions 

353,293,000 

26,334,502 

379,627,502 

385,443,882 

5,816,380 


Total revenue 

384,336,970 

59,715,393 

444,052,363 

421,552,829 

(22,499,534) 


Expenditure 

Personnel 

(133,872,944) 

6,476,179 

(127,396,765) 

(128,240,463) 

(843,698) 


Remuneration of councillors 

(20,646,485) 

(1,888,572) 

(22,535,057) 

(22,143,882) 

391,175 


Depreciation and amortisation 

(30,000,000) 

- 

(30,000,000) 

(82,338,374) 

(52,338,374) 

G 

Impairment loss/ Reversal of 
impairments 


- 

- 

(159,992,951) 

(159,992,951) 


Finance costs 

- 

- 

- 

(111,400) 

(111,400) 


Lease rentals on operating lease 

(1,550,000) 

(113,000) 

(1,663,000) 

(1,576,580) 

86,420 

H 

Debt Impairment 

(15,000,000) 

- 

(15,000,000) 

(39,112,976) 

(24,112,976) 

1 

Bad debts written off 

- 

- 

- 

(2,816,107) 

(2,816,107) 


Contracted Services 

(11,900,000) 

(65,941,853) 

(77,841,853) 

(57,084,446) 

20,757,407 

J 

General Expenses 

(88,343,439) 

32,366,431 

(55,977,008) 

(50,800,854) 

5,176,154 

K 

Total expenditure 

(301,312,868) 

(29,100,815) 

(330,413,683) 

(544,218,033) (213,804,350) 


Operating deficit 

83,024,102 

30,614,578 

113,638,680 

(122,665,204) 

(236,303,884) 


Gain on disposal of assets and 
liabilities 

- 

700,000 

700,000 

51,432 

(648,568) 


Actuarial gains/losses 

- 

- 

- 

(2,322,492) 

(2,322,492) 



- 

700,000 

700,000 

(2,271,060) 

(2,971,060) 


Deficit before taxation 

83,024,102 

31,314,578 

114,338,680 

(124,936,264) (239,274,944) 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 

Figures in Rand 

Approved 

budget 

Adjustments 

Final Budget 

Actual amounts Difference Reference 

on comparable between final 
basis budget and 

actual 

Actual Amount on Comparable 
Basis as Presented in the 

83,024,102 

31,314,578 

114,338,680 

(124,936,264) (239,274,944) 


Budget and Actual 
Comparative Statement 


A -Interest received on overdue accounts 

The municipality's debtor book keeps on increasing because custommers are not paying accounts. 

& 

B - Agency fees was not budgeted for during the current year. 

C - Other income 

The budget included an amount of R30 million for VAT recovered for which the actual amount received is not captured under 
other income but captured under current assets. 

D - Interest received on investment 

Interest from VBS investments accounts were captured up to February due to the bank being under curatorship. 

E - Property rates 

Revenue on property is based on completness 
F - Traffic fines 

Traffic fines for the current year are based on IGRAP 1 which requires that Municipalities should recognise traffic fines based 
on the traffic fines issued, instead of the collection. Whereas the budget was based on the actual collections. 

G - Depreciation 

Many projects were completed in the current year and assets thae were previously not included in the assets register are now 
included and depreciated. 

H - Lease rental on operating lease 

Lease on computer equipment was incurred during the year 

I - Debt impairment 

A restrospective adjustmnt to account for completness on property rates was performed for 2017/18 which had a significant 
impact on the impairment for the year. 

J - Contracted services 

The Contracted Services mainly consist of Electrification Projects and the one that was funded by Grant had unspent grant of R 
5.8 Million. The ones funded internally depended on revenue collections. 

K -General expenses 

Some expenses were incured under contracted services during the year 
Total expenditure 

There were no unathorised expenditure during the year, the difference is due to impairment of VBS investement and non cash 
items.(Debt impairment and Depreciation). 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


"*■ Presentation of Annual Financial Statements 

Practice (GRAP^issueTb^the Accounting P San^rds Boardfn ^ ° f Generally Reco 9 n 'sed Accounting 

Management Act (Act 56 of 2003). cordance with Section 122(3) of the Municipal Finance 


sssssssx mmc * 


Assets, liabilities, revenues and 
ofGRAR, 


expenses were not offset, except where offsetting is either required or permitted by a Standard 


A summary of the significant accounting policies, which have been 
financial statements, are disclosed below. 


consistently applied in the preparation of these annual 


These accounting policies are consistent with the previous period. 
1.1 Going concern assumption 


These annual financial statements have been prepared based on the 
operate as a going concern for at least the next 12 months. 


expectation that the municipality will continue to 


1.2 Significant judgements and sources of estimation uncertainty 

arrwunte represented"*, Vh^ann^'fin^al'stotemBnte^and^iSatod d T** ssti, ! , | a,e8 ^ aS3ljm P ,i0ns that affect ttw 
Trade receivables 


impairment^oss'sho^cTbe redded ^Xor'S^ T reporting period 'determining whether an 

indicating a measurable decre^lS ‘° ^ there is ° b — bte da * 

Fair value estimation 

Impairment testing 

carrying amount mayTot b^recowrable^reVareVoulwd^at theTowest te 0I | f han 9“ cir( ; umstances suggest that the 
independent of cash flows of other assets and liabilifie« if ev f' fo . r whlch 'dentifiable cash flows are largely 

are prepared of estimatea 

use of goodwill and tangible assets are inherently uncertain and couid mate^ly chLngl ove^me. 5 the Va ' Ue 

Provisions 

these estimates oTSisionsTrelncbded ?n S'ProviS* baSSd ° n ** infonmation available. Additional disclosure of 


f 


13 




Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2016 

Accounting Policies 


1.2 Si gnlff cant j udgements and sources of esti mati on uncertai nty (conti nued) 

Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post retirement obligations. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
Note 8. 

Effective interest raite 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 

1.3 Investment property 

Investment property is land and buildings held to earn rentals or for capital appreciation or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment 
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Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


1.4 Property, plant and equipment (continued) 

fubiLuenHv e tn arfri 1° acquire or t c ° nstruc , t an item of property, plant and equipment and costs incurred 

equentiy to add to, replace part of, or service it If a replacement cost is recognised in the carrying amount of an item of 
propertyo plant and equipment, the carrying amount of the replaced part is derecognised. ^ 9 

flnHronH;«nn°L C0Ste ^ T/T 9 of an item of propert * P |ant and equipment ceases when the item is in the location 

and condition necessary for it to be capable of operating in the manner intended by management. 

pr^er^ p^am ancTequ^pmenf^ nC *^ equipment and servicin 9 equipment are recognised when they meet the definition of 


Property, plant and equipment is carried at cost less accumulated depredation and any impairment losses. 

F ! ,ant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 


Property, plant and equipment is carried at cost less accumulated depredation and any impairment losses. 
The useful lives of items of property, plant and equipment have been assessed as fdlows: 


Item 


Depreciation method 


Plant and machinery 
Graders 
T ractors 
Lawn mowers 
Compressors 
Radio equipment 
Filing equipment 
Tippers 


Straight line 


Furniture and fixtures 
* Chairs 

Straight line 

• Tables and desks 

* Cabinets and cupboards 


Motor vehicles 

• Truck and light delivery vehides 

Straight line 

• Ordinary motor vehicles 


Office equipment 

Straight line 

• Office machines 

• Air conditioners 


IT equipment 

Straight line 

• Computer hardware 

Community 
■ Cemeteries 

Straight line 


Community halls 

Libraries 

Parks 


Recreation centres 
Sports and related stadiums 
Tennins courts 
Golf courses 
Outdoor sports facilities 
Flood lighting 


Average useful life 

5-15 years 
5-15 years 
2 years 
5 years 
5 years 
15 years 
15 years 

5-10 years 
5-10 years 
5-10 years 

5-7 years 
5-8 years 

5-8 years 


5-9 years 

30 years 
30 years 
30 years 
30 years 
30 years 
30 years 
30 years 
30 years 
30 years 
30 years 


I 
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1.4 Property, plant and equipment (continued) 
Roads and road furniture 

• Other roads 

• Traffic islands 

4 Traffic lights 

■ Streets lights 

■ Overhead bridges 

• Stormwater drains 

• Bridges, subways and culverts 

• Car parks 

• Bus terminals 
Bins and containers 

• Bulk refuse containers (skips) 

Emergency equipment 

• Fire hoses 

■ Other fire fighting equipment 

• Emergency equipment 
Heritage 

• Mayoral chain 


Straight line 

10 years 

10 years 

20 years 

25 years 

30 years 

20 years 

30 years 

20 years 

20 years 

Straight line 

10 years 

Straight line 


5 years 

15 years 

5 years 

Straight line 

No asset life 
depreciation charge 


The depreciable amount of an asset is allocated on a systematic basis over its useful life. 


The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential are 
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each 
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic 
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is 
accounted for as a change in an accounting estimate. 


The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the 
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists the 
municipality revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an 
accounting estimate. a 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the 
financial statements (see note). 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the 
financial statements (see note ). 

1.5 Intangible assets 

An intangible asset is recognised when: 

■ it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

■ the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent managements best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

0 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 
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1.5 Int&nglble assets (continued) 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 
Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


_ em _ p ___ Depreciation method Average us eful life 

Computer software Straight line 12 months 

1.6 Heritage assets 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. No asset lives are given. 

Recognition 

The municipality recognises a heritage asset as an asset if it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 

Initial measurement 

Heritage assets are measured at cost 

Subsequent measurement 

After recognition as an asset, a class of heritage assets, whose fair value can be measured reliably, is carried at a revalued 
amount, being its fair value at the date of the revaluation less any subsequent impairment losses, 

if a heritage asset’s carrying amount is increased as a result of a revaluation, the increase is credited directly to a revaluation 
surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the 
same heritage asset previously recognised in surplus or deficit. 

If a heritage assets carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or deficit. 
However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that heritage asset. 

Impairment 


The municipality assess at each reporting date whether there is an indication that it may be impaired. If any such indication 
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset. 

Derecognition 

The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the item is 
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback), 

1.7 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's statement of 

financial nncrtmn * 
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1.7 Financial Instruments (continued) 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group of 
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactjy discounts estimated future cash payments or receipts through the expected life of 
..® ins trument or when appropriate, a shorter period to the net carrying amount of the financial asset or financial 

liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the 
financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses The 
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be 
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected We 
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Initial recognition 

The entity recognises a financial asset or a financial liability In its statement of financial position when the entity becomes a 
party to the contractual provisions of the instrument 

Initial measurement of financial assets and financial liabilities 

measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 
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1.7 R nancr al i nstruments (conti nued) 

Subsequent measurement of ffnancial assets and financial liabilities 

^ ^ " a ™ eS ater “ al ™” 3n "“ u,ln » ,h “ “'”*"’9-W 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Fair value measurement considerations 


as little a* nn«ihH n ^ US +t? ^ at "^e c ^ osen valuation technique makes maximum use of market inputs and relies 

fhe^ valuafon^echn' 11 

Reclassification 

ft 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

* combined instrument that is required to be measured at fair value; or 

an investment in a residual interest that meets the requirements for reclassification. 

ssHSr® ra™:- atsas 

Gains and losses 

recognised '^fsurplus or deficit Cha " 9e Wr ^ ° f 3 finanda ' asset or flnancial liabi,it y measured at fair value is 
Impairment and uncollectibillty of financial assets 

SlncS assetels SSS'* reP ° rtin9 P6ri ° d whetherthere is an y ob i^e evidence that a financial asset or group of 

Financial assets measured at amortised cost: 


arruvint fcf°th!f < | tlVe evidence that an impairment loss on financial assets measured at amortised cost has been incurred the 

* retlu “ d dlrMi) ' 0R ^ •" u “" an «"*■"» 
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1.7 Financial instruments (continued) 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss Is reversed directly OR by 
adjusting an allowance account The reversal does not result in a carrying amount of the financial asset that exceeds what the 
amortised cost would have been had the impairment not been recognised at the date the Impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 

Fi nan dal assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset Such impairment losses are not reversed. 


1.8 Leases 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance°leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.9 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred In bringing the 
inventories to their present location and condition. 

The cosIPof inventories is assigned using the weighted average cost formula. The same cost formula is used for ail inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 
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1.10 Impairment of cash-generating assets 


poSth! C ” T ""' ra « l ratum means M 

•“*”« n-nende, ppsidcp 


Costs^rf disposal incremental costs dlrectl, attnbnteUe to tn. disposal ot an asset, exdMng corns and Income tan 
Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

knowledgeabte^ willing Iwrties.^ss the'coste of dfeposaL ^ " *" aSSet in an arm ’ s len 9 th transactio " be *ween 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

Useful life is either: 

\ of * ime ° v ® r which an asse t is expected to be used by the municipality; or 

the number of production or similar units expected to be obtained from the asset by the municipality. 

tSSSt^lSii nSST* *’ aPPl!ft ’ a » cssh-s.nemtim, aassls non-caph- 

Identification 


When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

impaired 'if'any suc^incHration rLoverebf™nTonh%?sS ^ ** 

Value in use 

**" ■*«- •» * —-»»»»■= 


I 


21 



Greater Giyani Local Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


1.10 Impairment of cash-generating assets (continued) 

Basis for estimates of future cash flows 
In measuring value in use the municipality: 

• base cash flow projections on reasonable and supportable assumptions that represent management's best estimate 
of the range of economic conditions that will exist over the remaining useful life of the asset Greater weight is given 
to external evidence; 

• base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated 
future cash inflows or outflows expected to arise from future restructuring’s or from improving or enhancing the 
asset’s performance. Projections based on these budgets/forecasts covers a maximum period of five years, unless a 
longer period can be justified; and 

• estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by extrapolating the 
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an 
increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the 
products, industries, or country or countries in which the entity operates, or for the market in which the asset is used, 
unless a higher rate can be justified. 

Composition of estimates of future cash flows 

Estimates of future cash flows include: 

• projections of cash inflows from the continuing use of the asset; 

• projections of cash outflows that are necessarily incurred to generate the cash inflows from continuing use of the 
asset (including cash outflows to prepare the asset for use) and can be directly attributed, or allocated on a 
reasonable and consistent basis, to the asset; and 

• net cash flows, if any, to be received (or paid) for the disposal of the asset at the end of its useful life. 

Estimates of future cash flows exclude: 

• cash inflows or outflows from financing activities; and 

• income tax receipts or payments. 

The estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the amount that 
the municipality expects to obtain from the disposal of the asset in an arm's length transaction between knowledgeable, willing 
parties, after deducting the estimated costs of disposal. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

p 

An impairment loss is recognised immediately in surplus or deficit 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
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1.10 Impairment of cash-generating assets (continued) 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset If it is not 
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash Inflows generated by any asset or cash- 
generatmg unit are affected by internal transfer pricing, the municipality use managements best estimate of future price(s) that 
could be achieved in arm's length transactions in estimating; 

• the future cash inflows used to determine the assets or cash-generating units value in use; and 

• the future cash outflows used to determine the value in use of any other assets or castvgenerating units that are 
& affected by the internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change 
is justified. 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 

An impaiiment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrvinq 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset in the unit These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

• its fair value less costs to sell (If determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non¬ 
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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1.10 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have be6n determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. K 


A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any) on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of; 

* its recoverable amount (if determinable); and 

■ the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation Is appropriate. 

1.11 Impairment of non-cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 
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1.11 Impairment of non-cash-generating assets (continued) 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

ssjsslis; “«s x, ^ m * an ■"^ •—»> m—. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 
Useful life is either 

* thf nnH,°K d ° f i ime ? V ® rwhich an asset is expected to be used by the municipality or 

the number of production or similar units expected to be obtained from the asset by the municipality. 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential. 
approach; 6 "* Va ' Ue * remaini " 9 SerViCe P ° tential of a non-cash-generating assets is determined using the following 
Depreciated replacement cost approach 

StoSSf a r* ia date ”‘ aaa ««» ■**»— 

cost is depreciated to reflect the asset in its used condition 00 t0 re , p ac f the asset ’ s grass service potential. This 

of the existing asset or through replacement of its aross service ♦ m ay be replaced either through reproduction (replication) 
the current reproduction oS Th f de P reciated replacement cost is measured as 

*— o, sud , u» refect sss srss"" 1 <, ' prec “ ton »«- 

Recognition and measurement 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

SifSi" “SSC SJS7SSS S£S£ “ 

I’£ !TcS = d 5S?„ 0 :. , T'‘“"°; ) a ’ a,sa tor *» "“H***"—* asset t. 

on a systematic basis over its remaining useful life 9 ' carry,ng am ° Unt ’ leSS its residual value < if an V>- 
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1.11 Impairment of non-cash-generating assets (continued) 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1.12 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 
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1.12 Employee benefits (continued) 

Short-term employee benefits 

months after the end of the period i nThiX^^^^ theTSd^Sre. 18 * ^ "" ^ *° be SetWed Within twelve 

Short-term employee benefits include items such as: 

• wages, salaries and sodal security contributions; 

absences is dueTobe^ettfeT^t^ end of th S ' Ck Where the com P ensae °n for the 

render the related employee service; end of the re P ort, "9 P eriod in which the employees 

period in which the empklyeesrendeTthe related’ser^t^and 6 W ' thln tWe ' Ve m ° nthS afler the end of the re P ortin 9 
and cellphones) for current employees ed ' Cal C8r8, ^ ° r subsid,sed 9° ods or services such as housing, cars 

of short-term employee 8 bSfexpIS to belaid X Sxchlnge^or thafseS ^ recognise the “discounted amount 

undfscounted^amoimt SK&3T ^^ ""»* P* d the 

entitlement that has accumulated at the reporting date. t at * hS entlty expects to P a y as 3 result of the unused 

legal or oonstnjcHw obgg^fcmtTrnate such p^entoa!fa a resuKof ^ ,8 f“ related payments when the entity has a present 
be made. A present obligation exists when the’ertty he. he m.Mp aCSS to m’a te Sa p^„t 
Post-employment benefits 

Post-employment benefit plans are foimal or informal 
for one or more employees. 


arrangements under which an entity provides post-employment benefits 


Post-employment benefits: Defined contribution plans 

entity (a fund) and wiM have no^egaflTr^ toDav'furth ^ ? 3yS fiX6d contributions into a separate 

assets to pay all employee 5 fU " d d0eS "° f hold su ^"' 

a defined contribution plan in exchange'formafservicef U " " 9 3 rep0|rt,n9 penod ' the entity recognise the contribution payable to 

exceeds the contribut!on X due S for s^rvic^bei^ lf the contribution alread Y paid 

(prepaid expense) to the extent that the Dreoavminl i«n 9 t r ’ e " lty recognise tha ‘ excess as an asset 

cash refund; and prepayment will lead to, for example, a reduction in future payments or a 

as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 
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1.12 Employee benefits (continued) 
Post-eirfpfoyment benefits: Defined benefit plans 


Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

9 ains and loases comprise experience adjustments (the effects of differences between the previous actuarial 

hp3f a wi Wh fi h3S aCtuaMy occurred ) and tha e^cts of changes in actuarial assumptions In measuring its defined 
benefit liability the entity recognise actuanal gains and losses in surplus or deficit in the reporting period in which they occur. 

report!ngen^ty; o S r e1S ° f *** “® SUffic,ent to meet al ' the related employee benefit obligations of the plan or the 

the assets are returned to the reporting entity to reimburse it for employee benefits already paid. 

current*period* the increase in the P resent va,ue of the defined benefit obligation resulting from employee service in the 

taiSfc ln **• ■ **»< '»"»« .tt .ftp b.c„ s . the 

Past service cost is the change in the present value of the defined benefit obligation for employee service in Drier nerioris 

benefit!? Past^SV^t'* "T th ® introduction °r changes to. post-emptoyment benefit or other lo%-tem emptoyee 

« If may be eilher P° sltlve ( when benefits are introduced or changed so that the present valueof frie 
benem nWin^ri ob '! gat ' on ‘"creases) or negative (when existing benefits are changed so that the present value of the defined 

th. ^fSo^hlS ft."ptoTa n meS^ e " n ' d " a “ y *" en% pa! * “"*» “»< ■ •" «*«• " 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan assets of exneeted futurp 
payments required to settle the obligation resulting from employee service in the current and prior periods. ' P 

I!lh «PiiL?r P ’!l n 3SSe ^ is j nte r est ' dividends or similar distributions and other revenue derived from the plan assets together 

Eluded h ?hT!r.7 a | teed 9a "! S ° r l0SS ! S 0n the P |an assets ' less an V «*<■ of administering th?plan JotherSiaffose 
jnduded in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 

IhHnatinn n0t .° nly f° r its ' e 9f 1 obligation under the formal terms of a defined benefit plan, but also for any constructive 

ob gallon that arises from the entity's informal practices. Informal practices give rise to a constructive obi toation^ where he 

tfip pnHh^ no f rea " atlC a " ernative but t0 P ay em P'°y ee benefits. An example of a constructive obfigafion is whSe a chanoe m 
the entity s informal practices would cause unacceptable damage to its relationship with employees 9 

The amount recognised as a defined benefit liability is the net total of the following amounts: 
the present value of the defined benefit obligation at the reporting date; 

• dJus^ nv?i 1 h 1 1 f tvfJh e + 3 ^ the r ^ porting date of P ,an assets (if any) out of which the obligations are to be settled directly 

plus any liability that may arise as a result of a minimum funding requirement y ’ 

tower ™ Unt determined as a defined benefit liabilit y ma y be negative (an asset). The entity measure the resulting asset at the 

* the amount determined above; and 

oonMh£ a ^L tf nk!7 Th° n ° miC b . ene i fitS ava " able in the fonm of refunds from the plan or reductions in future 

“ST. « * *“• “° non,lc ba ™ ffis “ “*'"S ■ «• *«- 

Any adjustments arising from the limit above is recognised in surpfus or deficit. 


28 



Greater Giyam Locai Municipality 

(Registration number LIM331) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


1.12 Emjrioyee benefits (continued) 

The entity determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that 
would be determined at the reporting date. 

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses; 

• past service cost; 

• the effect of any curtailments or settlements; and 

■ the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. However, if an 
employee s service in later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute 
benefit on a straight-line basis from; 

■ the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the plan, 
other than from fu rther salary in creases. 

& 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; 

■ the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if, and only if, either: 

• those changes were enacted before the reporting date; or 

■ past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


& 
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1.12 Employee benefits (continued) 

Other post retirement obligations 

ret^ees UniCiPaiity pr0Vldes post ' retirenient hea,th care benefits, housing subsidies and gratuities upon retirement to some 

I h ®® n “^ ent *° Post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
n . SSrV,Ce p T d ; The expected costs of these benefits are accrued over the period of employment 

Car T out va ' uatons °f tbese obligations. The municipality also provides a gratuity and housing 
subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities. 

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly. 
Termination benefits 

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to either 

• terminate the employment of an employee or group of employees before the normal retirement date- or 

• provide termination benefits as a result of an offer made in order to encourage voluntary redundancy. 

The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination and is 
without realistic possibility of withdrawal. The detailed plan includes [as a minimum]: 

the location, function, and approximate number of employees whose services are to be terminated* 

• the termination benefits for each job classification or function; and 

• 11 the time at which the plan will be implemented. 

tlre^are^ot tikely S ” S °° n 38 P ° SSibfe and the period of time to com P lete implementation is such that material changes to 

1.13 Provisions and contingencies 
Provisions are recognised when: 

p f h ? municipality has a present obligation as a result of a past event; 

it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
seme tne obligation; and 

a reliable estimate can be made of the obligation. 

reportingdrtf 8 pr0V ' Si ° n iS the best estimate of the expenditure expected to be required to settle the present obligation at the 

reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
obligation probab e that an outfIow of resources embodying economic benefits or service potential will be required, to settle the 

A provision is used only for expenditures for which the provision was originally recognised. 

Contingent assets and contingent liabilities are not recognised, Contingencies are disclosed in note 37. 
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1.13 Provisions and contingencies (continued) 

Decommissioning, restoration and similar liability 

changes in the liability alter the revaluation surplus or deficit previously recognised on that asset so that 

■ 

amount does not differ materialism that whlcrwou^L^etemfne^sIngfe^ °2ue atlhe^epJrt^date^n? 

rh^r^clnn^ GR f P T Pr ® sentation of Financial Statements requires disclosure on the face of the statement of 

th^rrequiremenr^chanofiffh ° f re ?T ° r ex P ense that is recognised directly in net assets. In comptying with 
and Soled Js slch 9 revaluation surplus arising from a change in the liability is separately identified 

a 

1.14 Commitments 

outflow of rash 3 ^ 6 ^ 38 COmni ' tmen,s when an entit V has committed itself to future transactions that will normally result in the 
Disclosures are required in respect of unrecognised contractual commitments. 

8tSS!lllMhlS£^?die“a , a!fS l “ 8 ,alr pm “ nMo " !houkl ta dlsdos "> in a note to the financial 

SS^Sn", n« n ^“a^ " “* S ‘ “* «* —Ctenputer 

commitment 10 ^?J® 13 ! 5 f ° s ° methin 9 other than the routine, steady, state business of the entity - therefore salarv 
commitments relating to employment contracts or social security benefit commitments are excluded. *" 7 

1.15 Revenue from exchange transactions 

to 2KSRS SST ,0,#n8 wha " —■—'- - 

^?pES“£TSTpSSlyTn rS^a^aSor'orSS^ to 

nZHf? Wl ’ la '" “• ““"“S'". “» W*» ««. betwaen knowleOgaattle. willing pantea in 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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1-15 Revenue from exchange transactions (continued) 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

* the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

* the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

* the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

* 0 the stage of completion of the transaction at the reporting date can be measured reliably; and 

* the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

1.16 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. All estimates of revenue should based on amounts 
collectible, not previously collected. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an 
municipality either receives value from another municipality without directly giving approximately equal value in exchange, or 
gives value to another municipality without directly receiving approximately equal value in exchange. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 
Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non¬ 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 
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1.16 Revenue from non-exchange transactions (continued) 
Measurement 


Revenue from a non-exchange transaction is measured at the 
municipality. 


amount of the increase in net assets recognised by the 


Taxes 


^w‘ftht S tf!! S w 9 from * axe * satisf y lhe definition of an asset when the municipality controls the resources as a result of a Dast 


The taxable event for value added tax is the undertaking of taxable activity during the taxation period by the taxpayer. 


The taxable event for property tax is the passing of the date 
the tax is levied on a periodic basis. 


on which the tax is levied, or the period for which the tax is levied, if 


Taxation revenue is determined at a gross amount. It is not reduced for expenses paid through the tax system. 
T ransfers 




—- wnsfe "— 

1 *' m *»■of .n^land 


Transferred assets are measured at their fair value as at the date of acquisition. 
Fines 


Fines are recognised as revenue when the receivable meets the definition 
as an asset. 


of an asset and satisfies the criteria for recognition 


Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality. 

Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting entity. 
Gifts and donations, including goods in-kind 


1.17 Investment income 


Investment income is recognised on a time-proportion basis using the effective interest method. 

1.18 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 
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1.19 Unauthorised expenditure 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.20 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

a 

Ail expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.21 Irregular expenditure 

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation including - 

(a) this Act; or 

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or 

(c) any provincial legislation providing for procurement procedures in that provincial government. 

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA reauires 
the following (effective from 1 April 2008): 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register In 
such an instance, no further action is also required with the exception of updating the note to the financial statements. 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003) the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.22 Budget information 

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent) which 
is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The approved budget is prepared on an accrual basis and presented by economic classification linked to performance outcome 
objectives. 

The approved budget covers the fiscal period from 2017/07/01 to 2018/06/30. 

The budget for the economic entity includes all the entities approved budgets under its control. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 

Comparative information is not required. 
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1.23 Related parties 

A ret ^ ed Paty is a P erson an entity with the ability to control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic 
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the 
venturers). ° 1 

Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related oartv 
regardless of whether a price is charged. H 

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control over 
those policies. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged, with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence or be 
influenced by, that management in their dealings with the municipality. 

The municipality is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within 
normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it is 
reasonable to expect the municipality to have adopted if dealing with that individual entity or person in the same circumstances 
and terms and conditions are within the normal operating parameters established by that reporting entity's legal mandate. 

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses narrative 
information about the nature of the transactions and the related outstanding balances, to enable users of the entity’s financial 
statements to understand the effect of related party transactions on its annual financial statements. 

1,24 Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

* and 86 th3t pr ° Vide evidence of chitons that existed at the reporting date (adjusting events after the reporting date); 

those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 

0316 ;. 

The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reportinq date 
once the event occurred. 

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions 
of users taken on the basis of the financial statements. 
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2, New standards and interpretations 

2.1 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality's accounting periods beginning on or after 01 July 2Q18 or later periods: 

GRAP 38: Disclosure of Interests in Other Entities 

The objective of this Standard is to require an entity to disclose information that enables users of its financial statements to 
evaluate: 

• the nature of, and risks associated with, its interests in controlled entities, unconsolidated controlled entities, joint 
arrangements and associates, and structured entities that are not consolidated; and 

• the effects of those interests on its financial position, financial performance and cash flows. 

It furthermore covers Definitions, Disclosing information about interests in other entities, Significant judgements and 
assumptions, Investment entity status, Interests in controlled entities, Interests in joint arrangements and associates, 
Interests in structured entities that are not consolidated, Non-qualitative ownership interests, Controlling interests acquired 
with the intention of disposal, Transitional provisions and Effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

IGRAP 19: Liabilities to Pay Levies 

This Interpretation of the Standards of GRAP provides guidance on the accounting for levies in the financial statements of 
the entity that is paying the levy. It clarifies when entities need to recognise a liability to pay a levy that is accounted for in 
accordance with GRAP 19. 


To clarify the accounting for a liability to pay a levy, this Interpretation of the Standards of GRAP addresses the following 
issues: 

* What is the obligating event that gives rise to the recognition of a liability to pay a levy? 

a Does economic compulsion to continue to operate in a future period create a constructive obligation to pay a levy 
that will be triggered by operating in that future period? 

- Does the going concern assumption imply that an entity has a present obligation to pay a levy that will be 
triggered by operating in a future period? 

Does the recognition of a liability to pay a levy arise at a point in time or does it, in some circumstances, arise 
progressively over time? 

■ What is the obligating event that gives rise to the recognition of a liability to pay a levy that is triggered if a 
minimum threshold is reached? 

Consensus reached in this interpretation: 

• The obligating event that gives rise to a liability to pay a levy is the activity that triggers the payment of the levy, 
as identified by the legislation; 

An entity does not have a constructive obligation to pay a levy that will be triggered by operating in a future 
period as a result of the entity being economically compelled to continue to operate in that future period; 

• The preparation of financial statements under the going concern assumption does not imply that an entity has a 
present obligation to pay a levy that will be triggered by operating in a future period; 

The liability to pay a levy is recognised progressively if the obligating event occurs over a period of time; 

If an obligation to pay a levy is triggered when a minimum threshold is reached, the accounting for the liability 
that arises from that obligation shall be consistent with the principles established in this Interpretation of the 
Standards of GRAP; and 

* An entity shall recognise an asset, in accordance with the relevant Standard of GRAP, if it has prepaid a levy but 
does not yet have a present obligation to pay that levy. 

The effective date of the interpretation is not yet set by the Minister of Finance. 
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2. New standards and interpretations (continued) 

6XPeCtS ‘° ad ° Pt ‘ he int6rpretati0n for the first fime when the Minister sets the effective date for the 

a 

It is unlikely that the interpretation will have a material impact on the municipality's annual financial statements. 

GRAP 21 (as amended 2016): Impairment of non-cash-generating assets 

The most significant changes to the Standard are: 

SS*" and Cm,M!0n *» *■«•«* •» IPSASS. 

The effective date of the amendment is for years beginning on or after 01 April 2018. 

The municipality expects to adopt the amendment for the first time in the 2018 annual financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial statements. 

2.2 Standards and interpretations not yet effective or relevant 

GRAP 34: Separate Financial Statements 

Effe2ve‘date. C0Vere Definiti ° nS ’ Preparation separate financial statements, Disclosure, Transitional provisions and 
The effective date of the standard is not yet set by the Minister of Finance. 

mu^idpali^s'operations.* e " ViSa9e ad ° P * i0n ° f '^ Standard until such time as « becomes applicable to the 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 109: Accounting by Principals and Agents 

The effective date of the standard is not yet set by the Minister of Finance. 

”’ VlSaSe ad0Pli0n °'*“ 5B,K,!,rt “ milsuch “™ “ « to the 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 
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3. Investment property 


Investment property 


Reconciliation of investment property - 2018 


Cost/ 

Valuation 

2016 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Cost/ 

Valuation 

2017 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

11,196,000 

11,196,000 _ 

11,196,000 

11,196,000 


Investment property 

Reconciliation of investment property - 2017 


Opening Total 
balance 

11 r 196,000 11 „ 196,000 


Opening 

balance 


Transfers Correction of Total 
received Prior period 
error 

25,110,000 (15,024,000) 11,196,000 


In^e^empropeny t,,,^ 

inspection at tba^steredcfltce of the mipadpaH^ lf0n 63 Munld P al Finance Management Act Is available for 

Restrictions on Me mstlssbi.* eminent prop,,* pr tb. retnitbmee p, ravmtoe an,, procesC, otaeppsa, am a, 
C.« otaligahons to pnmbasa. ennsmtet or tfevMcp immstm.n, or rep*s, maw*™* „ enhance.*,„ 

a description of the investment property, 

* MTS?" ° f Why ? ir va,ue cannot be determined reliably, 

■ *» di^ioK^ hi9hly ,itely to * a "‘ 

■ the amount of gain or loss recognised. e ume or sale, and 


& 
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2017 


4. Property, plant and equipment 




Land 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 
IT equipment 
Infrastructure 
Community 
Other leased Assets 
Air conditioners 

Total 



2018 



2017 


Cost/ 

Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Cost / 
Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

205,000 

120.856,542 

15,525,000 

1,826,996 

13,425,764 

661,942 

4,031,471 

920,032,060 

73,409,793 

1,924,731 

953,189 

(10,769,508) 

(10,279,297) 

(1,201,042) 

(8,294,473) 

(282,272) 

(2,555,703) 

(196,784,507) 

(15,147,290) 

(116,160) 

(504,504) 

205,000 

110,087,034 

5,245,703 

625,954 

5,131,291 

379,670 

1,475,768 

723,247,553 

58,262,503 

1,808,571 

448,685 

205,000 

105,010,219 

13,014,998 

1,744,696 

12,523,365 

435,712 

3,256,145 

778,037,941 

100,800,030 

719,536 

(8,577,321) 

(7,436,647) 

(939,076) 

(6,587,295) 

(165,239) 

(2,037,594) 

(125,601,032) 

(12,684,112) 

(391,477) 

205,000 

96,432,896 

5,578,351 

805,620 

5,936,070 

270,473 

1,218,551 

652,436,909 

68,115,918 

328,059 

1,152,852,488 

(245,934,756) 

906,917,732 ' 

1,015,747,642 

(164,419,793) 

851,327,849 
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Figures in Rand 



2018 

2017 

4w Property, plant and equipment (continued) 

Reconciliation of Work-1 n-Progress 2017 

Included 

within 

Infrastructure 

Included 

within 

Community 

Included 
within Other 
PPE 

Total 

Opening balance 

16,706,127 

29,890,531 

23,392,402 

69,989,060 

Additons/capital expenditure 

54,663,945 

25,505,936 

19,478,605 

99,646,486 

Transferred to completed items 

(20,688,016) 

50,682,056 

55,396,467 

42,871,007 

(20,688,016) 

148,949,530 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

5. Intangible assets 

& 


2018 


2017 


Cost / 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

amortisation 

Valuation 

amortisation 


and 


and 


accumulated 


accumufated 


impairment 


impairment 


Computer software 4,203,208 

(3,797,829) 405,379 

1,673,493 

(1,270,730) 

402,763 

Reconciliation of intangible assets - 2018 

Opening 

balance 

Additions 

Amortisation 

Total 

Computer software, other 

402,763 

1,546,384 

(1,543,768) 

405,379 

Reconciliation of intangible assets - 2017 

Opening 

balance 

Additions 

Amortisation 

Total 

Computer software, other 

115,820 

1,531,409 

(1,244,466) 

402,763 

6. Loans to (from) economic entities 





Other Municipalitties 





Mopani District Municipality 

Cl 



- 

- 

Loan granted 



15,000,000 


Less: repayment 



(15,000,000) 

- 


A financial assistance was granted to Mopani District Municipality during the year. No interest was charged and repayment was 
made in full within the agreed period, which was before 03 November 2017. 
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2017 


7. Other financial assets 

Designated at fair value 
VBS Investments 

Current assets 
Designated at fair value 

VBS Reconciliation 
Opening balance 

Add: Capital invested during the year 
Add: Interest earned during the year 
Less: Provision impairment 


- 102,965,384 



102,965,384 

102,965,384 


48,656,282 

100 ,000,000 

7,641,025 

2,965,384 

(159,262,691) 

- 

- 

102,965,384 


Li 
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8. Employee benefit obligations 
Defined benefit plan 

The effective date of the valuation is 30 June 2018 (the 'Valuation Date 13 August 2018) 

The valuation considers all employees, retirees and their dependants whose participation in the health care arrangements 
entitles them to a post-employment medical aid subsidy. The post-employment health care liability is not a funded 
arrangement, i.e. no separate assets have been set aside to meet this liability. 

Eligible employees will receive a post-employment subsidy of 60% of the contribution payable should they be a member of a 
medical scheme at retirement All subsidies are subject to a maximum of R 4 218.17 for the year ending 30 June 2019. The 
maximum subsidy amount has been assumed to increase in the future at 75% of salary inflation. 

Table below shows the development of the accrued liability over the current period, and projects the Municipality’s Unfunded 
Accrued Liability and periodic costs over the two-year period foil owing the Valuation Date. 


Past year and future projected liability 

Opening accrued liability 

Current service cost 

Interest cost 

Expected contributions (benefits paid) 

Year ending 
30/06/2017 
17,988,571 
1,126,988 
1,668,874 

Year ending 
30/06/2018 
18,224,100 
1,083,889 
1,849,415 

Year ending 
30/06/2019 
17,322,210 
960,724 
1,714,899 

Year ending 
30/06/2020 
19.997.B33 
1,055,836 
1,979,785 

Total annual expense 

Actuarial loss/(gain) 

2,795,862 

(2,560,333) 

2,933,304 

(3,835,194) 

2,675,623 

3,035,621 

Closing accrued liability 

18,224,100 

17,322,210 

19,997,833 

23,033,454 


Notes 

" These projections assume that the Municipality’s health care arrangements and subsidy policy will remain as 

outlined in Section 3, and that all the actuarial assumptions made are borne out in practice. In addition, it is assumed 
that no contributions are made by the Municipality towards prefunding its liability via an off-balance sheet vehicle. 

■ Contributions or benefits paid refer to medical scheme contributions made by the Municipality with respect to its 
subsidy of current continuation members. 

■ There are no Past Service Costs, Curtailments or Settlements to reflect. 

Long service award 

The Municipality offers employees LSA for every five years of service completed, from ten years of service to 45 years of 
service. 

The salaries used in the valuation include an assumed increase on 1 July 2018 of 7% as per the SALGBC Circular No.: 
02/2017. The next salary increase was assumed to take place on 1 July 2018, 

The accrued liabilities and the plan assets for the current period and the previous four periods. 

Liability History 30 June 2014 30 June 2015 30 June 2016 30 June 2017 30 June 2018 

Accrued liability 4,255,414 5,026,824 5,418,042 5,961,718 6,972 570 

Fair value of plan asset - _ „ _ 

Surplus/fDeficit) 4,255,414 5,026,824 5,418,042 5,961,718 6,972,570 
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2018 

2017 

9. Inventories 

Consumable stores 

2,841,375 

1,469,766 

9.1 Reconci Illation 

Opening balance 

1,469,766 

1,519,040 

Add: purchases 

7,349,179 

914,287 

Less: Consumables for the year 

(5,977,570) 

(963,561) 


2,841,375 

1,469,766 

10. Other receivables from exchange transactions 

Inter Municipal Acct(Mopani District Municipality) 

12,582,225 

9,688,458 

Agency fee(Mopani District Municipality) 

2,900,820 

2,674,123 

Sundry receivables 

3,622,511 

3,622,511 

Other debtors 

- 

17,681 

Staff receivables 

9,263 

9,263 

Sundry Receivables - Provision for doubtful debts 

(3,632,134) 

(3,632,134) 


15,482,685 

12,379,902 


Staff redevabfes of R 9 263 relate to to the overpayment of salaries to the coudllors. The amount is supposed to be paid back 
to the Municipality by the councillors over the period of 6 months starting from July 2018. This is as per the council resolution 
taken by the Greater Giyani Municipal Council. 

Sundry debtors of R 3 622 511 relates to sale of stands through an auction during 2009. The balance in this attorneys trust 
account is unknown. Due to the dispute with the auctioneer, the outstanding amount was never paid to the Municipality and as 
a result, it was provided for in full based on the credit control policy. 

11. Rebelvables from non-exchange transactions 


Traffic fines 

7,506,284 

1,528,008 

Consumer debtors - Rates 

120,172,313 

96,918,873 

Provision for impairment 

(90,093,520) 

(56,298,324) 


37,585,077 

42,148,557 

Reconciliation of provision for impairment of receivables from non-exchange transactions 



Opening balance 

(56,298,325) 

(37,909,722) 

Provision for impairment 

(39,276,374) 

(18,388,603) 

_ 

(95,574,699) 

(56,298,325) 

12. VAT receivabfe 



VAT 

6,371,043 

8,106,397 


VAT receivable is a net result of Input VAT which is (Receivable from SARS) and Output VAT which is (Payable to SARS), 

The municipality is predominantly funded by Government Grants which are zero rated. Therefore, Input VAT has been claimed 
which has not been received as yet. 

Output VAT is paid over to SARS only when payment is received from debtors. 


0 
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13. Rebefvabfes from exchange transactions 


2018 


2017 


Gross balances 

Debtors with credit balances 

Refuse 

Housing rental 
Cementries 


Less: Allowance for impairment 
Refuse 

Housing rental 
Cemeteries 


Net balance 

Debtors with credit balances 
Refuse 

Housing rental 
Cementries 


Rates 

Current (0 -30 days) 
31-60 days 
61 - 90 days 
91 - 120^8 
121 - 365 days 
> 365 days 


Refuse 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 - 365 days 
> 365 days 


Housing rental 

Current (0 -30 days) 
31 - 60 days 
61-90 days 
91-120 days 
121 - 365 days 
> 365 days 


2,504,189 

24,391,098 

4,608,674 

4,042,800 

2,362,168 

21,048,324 

3,885,150 

490,180 

35,546,761 

27,785,842 

(17,076,729) 

(3,226,631) 

(2,830,451) 

(14,485,475) 

(2,673,764) 

(337,343) 

(23,133,811) 

(17,496,582) 

2,504,189 

7,314,369 

1,382,043 
1,212,349 

2,362,188 

6,562,849 

1,211,386 

152,837 

12,412,950 

10,289,260 

(2,750,329) 

2,693,223 

2,446,031 

2,242,186 

2,440,626 

68,842,539 

3,211,658 

2,181,266 

2,771,850 

2,073,320 

2,492,396 

67,256,342 

75,914,276 

79,986,832 

226,849 

204,529 

195,062 

171,347 

179,629 

13,748,386 

411,120 

217,676 

457,291 

228,920 

466,153 

13,073,667 

14,725,602 

14,854,827 

41,644 

42,044 

41,844 

40,944 

44,444 

3,075,232 

54,928 

52,253 

64,125 

48,339 

96,542 

3,568,963 

3,286,152 

3,885,150" 
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2018 


2017 


13, Receivables from exchange transactions (continued) 

Cementries 
Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 - 365 days 
> 365 days 


14 Cash and cash equivalents 

Cash and cash equivalents consist of; 

Bank balances 
Short-term deposits 

The municipality had the following bank accounts 

Account number / description Bank statement balances 

30 June 2018 30 June 2017 30 June 2016 
FNB BANK - Current Account - 300,056 275 913 257 258 

71032635579 

ABSA BANK - Current Account - 11,514 546 

4077078193 

2,125,759 


ABSA BANK - Current Account - 
4077078486 

ABSA BANK - Call Deposit- 
4078155655 

ABSA BANK - Call Deposit - 
4078155744 

Standardbank - Notice Account - 

068860166001 

Investec BANK - Momentum 

Income Plus FundA- 

561313/435732/1NVtB 

ABSA BANK - Current Account - 

4093302071 

Nedbank - Notice Account - 
03/781116218/00008 

Total 


57,165 

44,366 


12,816,006 

279,083 

26,974,468 

20,934,782 

804,294 


34,343,042 

224,231 

25,187,624 

31,189,150 

33,218,148 



19 t 603 

21,408 

20,271 

19,518 

18,217 

750,241 

20,994 

18,821 

23,182 

15,245 

29,868 

382,070 


849,258 

490,180 


14,639,964 

64,008,948 

1,084,152 


14,639,964 

65,093,100 

Cash book balances 

30 June 2018 30 June 2017 30 June 2016 

300,056 279,859 260,777 

11,535,858 

12,847,831 

34,375,021 

2,125,759 

223,514 

127,542 

57,165 

26,974,468 

25,319,082 

44,366 

20,934,782 

31,351,932 

- 

- 

33,218,148 

- 

804,294 

_ 


282,539 


282,539 


55,352,499 


14,324,431 62,084,546 1 24,419,453 14,345,743 62,064,748 1 80,005,001 


a 
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2018 

2017 

15^ Finance lease obligation 



Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

877,508 

1,389,388 

- 

less: future finance charges 

Present value of minimum lease payments 

2,266,896 

(497,085) 

_ 

1,769,811 

■ 

Present value of minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

582,651 

1,187,160 

- 


1,769,811 

- 

Non-current liabilities 

Current liabilities 

1,187,160 

582,651 

- 


1,769,811 

- 


It is municipality policy to lease computers under finance leases. 

The average lease term was 3 years and the average effective borrowing rate was 19.5%.. 

fiX8d 3tthe contractdate - A " leases have ffxed repayments and no arrangements have been entered into for 


The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. 
16. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 

Municipal Infrastructure Grant (MIG) 

Integrated National Electrification Grant (INEG) 

5,465,566 

9,380,346 


5,465,566 

9,380,346 

Movement during the year 



Balance at the beginning of the year 

Additions during the year 

Income recognition during the year 

9,380,346 

105,245,000 

(109,159,780) 

4,472,278 

87,907,722 

(82,999,654) 


5,465,566 

9,380,346 


™nmln t \ n c d e ? ent °J 9W "™ I ! grants reco 9 ni sed in the annual financial statements and an indication of other forms of 
government assistance from which the municipality has directly benefited; and 


Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 

o 


[ 
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17. Provision for rehabiliation of dumping site 
Reconciliation of provision for rehabiliation of dumping site - 2018 


Environmental rehabilitation 

Reconciliation of provision for rehabiliation of dumping site - 2017 


Environmental rehabilitation 


The above represents the cost of rehabilitating the municipal dump site in line with 

18. Payabi es from exchange transacti ons 

Trade payables 
Retentions 
Accruedleave pay 
Accrued 13th cheque 
Payroll creditors 
Unspecified direct deposits 
Debtors with credit balances 


Inter-municipal account - Mopani District Municipality 

Gross revenue -Water 

Gross revenue -Sewerage 

Gross revenue-interest 

Overheads -Water 

Connections and Reconnections 

Overheads -Sewerage 

Water debtors exGGM -Water 

Water debtors exGGM- Sewerage 

Trade creditors 

Inventory 

Accrued leave 

Accrued bonus 

Long service ward 

Post retirement medical contribution debts 
Provision for doubtful debts 


Opening 

Balance 

14,360,144 


Total 


14,360,144 


Opening 


14,799,593 


Reversed 
during the 
year 

i (439,449) 

Total 

14,360,144 

sd environmental practices. 

17,996,255 

8,403,547 

27,543,369 

23,344,674 

16,055,753 

14,085,615 

2,855,224 

2,807,764 

2,621,849 

2,916,478 

3,486,682 

1,416,573 

2,504,189 

2,344,043 

73,063,321 

55,318,694 

106,462,816 

95,968,098 

21,315,460 

18,447,932 

40,785,650 

35,033,046 

(129,643,204) 

(125,234,631) 

82,318 

- 

(15,233,327) 

(13,923,699) 

(108,899,453) 

(98,404,735) 

(20,966,271) 

(18,098,743) 

84,646 

- 

(1,701,652) 

(956,293) 

593,316 

574,806 

110,174 

110,697 

587,721 

526,597 

818,001 

1,093,043 

93,021,579 

80,177,799 

(12,582,226) 

(24,686,083) 


I 
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19. Revenue 



Service charges 

Rental of facilities and equipment 

Interest received (overdue accounts) 

Agency services 

Licences and permits 

Other income 

Interest received - investment 

Property rates 

Traffic fines 

Government grants & subsidies 

4,583,367 

836,285 

11,985,410 

226,696 

5,160,503 

1,579,115 

11,737,571 

35,238,339 

6,234,881 

343,970,662 

4,472,543 

767,530 

11,278,168 

318,997 

4,926,246 

1,954,142 

15,174,630 

36,754,780 

436,150 

315,487,287 


421,552,829 

391,572,473 

The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Service charges 

Rental of facilities and equipment 

Interest received (overdue accounts) 

Agency services 

Licences and permits 

Other income 

Interest received - investment 

4,583,367 

836,286 

11,985,410 

226,696 

5,160,503 

1,579,115 

11,737,571 

4,472,543 

767,530 

11,278,168 

318,997 

4,926,246 

1,954,142 

15,174,630 


36,108,947 

38,892,256 

The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 

Property rates 

Traffic fines 

T ransfer revenue 

Government grants & subsidies 

35,238,339 

6,234,881 

343,970,662 

36,754,780 

438,150 

315,487,287 


385,443,882 

352,680,217 

20. Service charges 



Solid waste 

Cementery 

4,397,990 

185,377 

4,287,739 

184,804 


4,583,367 

4,472,543 

21. Rental of facilities and equipment 



Premises 

Community services 

Housing rental 

180,301 

580,464 

166,571 

560,280 


760,765 

726,851 

Facilities and equipment 

Rental of facilities 

75,520 

40,679 


836,285 

767,530 
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22. Other income 

Escort fees 
Confirmation letters 
Tender documents 
Clearance certificates 
Sale of grave plots 
Application fees 
Parking fees 
Building plans 
Re-issue of statements 
Sundry income 
Advertisement 
Sale of refuse bins 
Library fees 

Transfer D and registrations 
Insurance recovenes 


23. Investment revenue 

Interest revenue 
Other financial assets 
Bank 


24. Property rates 

Rates received 

Residential 

Commercial 

State 

Public benefit organisations 
Industrial 


Valuations 

Residential 
Commercial 
Slate s 
Institute 
Agricultural 
Public Open Space 
Sport Centre 
Industrial 
Nature Reserve 
Churches 


2018 

2017 

15,779 

16,304 

366,778 

364,145 

646,115 

906,754 

11,512 

9,946 

67,912 

79,040 

19,752 

- 

- 

18,668 

136,489 

293,279 

- 

9,330 

78,512 

57,776 

114,437 

109,860 

37,372 

14,884 

3,785 

2,736 

80,328 

71,420 

344 

* 

1,579,115 

1,954,142 


7,713,450 

4,024,121 

10,404,108 

4,770,522 

11,737,571 

15,174,630 


11,008,210 

12,727,881 

4,654,802 

5,142,157 

19,320,188 

18,649,595 

171,051 

163,490 

84,088 

71,657 

35,238,339 

36,754,780 


1,512,826,635 

1,512,826,635 

252,340,307 

252,340,307 

203,350,902 

203,350,902 

163,803,300 

163,803,300 

300,000 

300,000 

20,866,800 

20,866,800 

870,000 

870,000 

32,527,548 

32,527,548 

19,350,000 

19,350,000 

15,546,750 

15,546,750 

2,221,782,242 

2,221,782,242 


Valuations on land and buildings are performed every 5 years. The fast general valuation came into effect on 1 July 2013. 
Balances disclosed does not take into annual supplementary valuation, since supplementary valuation are flactuating either up 
or down. 


The new general valuation will be implemented on 01 July 2018. 
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25. Government grants and subsidies 
Operating grants 


Equitable share 

Expanded Public Works Program(EPWP) 

Finance Management Grant(FMG) 

Local Govt Sector Education & Training Authority(LGSETA) 

234,578,000 

4,364,000 

2,145,000 

232,882 

219,308,000 

1,158,000 

1,810,000 

211,633 


241,319,882 

222,487,633 

Capital grants 

Municipal infrastructure Grant(MIG) 

Integrated National Electrification Grant(INEG) 

& 

88,116,346 

14,534,434 

82,999,654 

10,000,000 


102,650,780 

92,999,654 


343,970,662 

315,487,287 

Municipal Infrastructure Grant(MIG) 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

9,380,346 

78,736,000 

(88,116,346) 

4,472,278 

87,907,722 

(82,999,654) 


- 

9,380,346 

Integrated National Electrification Grant(INEG) 



Current-year receipts 

Conditions met - transferred to revenue 

20,000,000 

(14,534,434) 

10,000,000 

(10,000,000) 


5,465,566 

- 

Expanded Public Works Program(EPWP) 



Current-year receipts 

Conditions met - transferred to revenue 

4,364,000 

(4,364,000) 

1,158,000 

(1,158,000) 


- 

- 

Finance Management Grant(FMG) 



Current-year receipts 

Conditions met - transferred to revenue 

2,145,000 

(2,145,000) 

1,810,000 

(1,810,000) 


- 

- 
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26. Employee related costs 



Basic 

Medical aid - company contributions 

UIF 

WCA 

SDL 

Other payroll levies 

Defined contribution plans 

Overtime payments 

Long-service awards 

13th Cheques 

Acting allowances 

Car allowance 

Housing benefits and allowances 

Clothing Allowance 

Standby Allowance 

84,314,746 

3,467,547 

606,774 

971,852 

47,837 

14,844,368 

7,368,304 

458,611 

5,865,361 

185,948 

9,503,077 

452,410 

20,000 

133,628 

77,593,985 

3,106,567 

301,860 

3,357,065 

1,017,807 

32,487 

14,431,149 

4,310,186 

411,220 

5,510,331 

318,587 

8,679,957 

281,614 

15,000 

318,705 


128,240,463 

119,686,520 

Remuneration of Municipal Managers 



Annual Remuneration 

Rural Allowance 

Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Acting Allowance 

495,788 

23,388 

60,000 

30,989 

37,168 

520 

44,800 


610,165 

82,488 

Remuneration of Chief Financial Officer 



Annual Remuneration 

Car Allowance 

Leave pay 

Contributions to UIF, Medical and Pension Funds 

Acting Allowance 

Backpay 

Rural Allowance 

574,587 

295,428 

102,832 

79,141 

47,298 

22,400 

639,177 

231,955 

179,756 

38,002 

179,755 


1,121,686 

1,268,645 

Remuneration of Directors - Corporate & Shared Services: 



Annual Remuneration 

Car Allowance 

Leave Pay 

Contributions to UIF, Medical and Pension Funds 

Rural Allowance 

Backpay 

586,370 

322,621 

39,782 

22,400 

36,335 

569,225 

168,572 

134,555 

176,629 


1,007,508 

1,048,981 

Remuneration of director Technical Services 



Annual Remuneration 

Car Allowance 

Backpay 

Contributions to UIF, Medical and Pension Funds 

694,414 

328,000 

48,401 

11,837 

665,438 

328,000 

11,063 


1,082,652 

1,004,501 
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26. Employee refated costs (continued) 

Remuneration of Strategic Planning and LED 

Annual Remuneration 

47,376 

90,730 

Remuneration of acting director Community Services 



Annual Remuneration 

Car Allowance 

Bonus 

Contributions to UIF, Medical and Pension Funds 

Acting Allowance 

Housing Assistance 

Rural Allowance 

Acting Allowance 

Back Pay 

Leave Pay 

632,241 

217,013 

70,345 

1,593 

22,400 

20,973 

149,488 

91,254 

442,696 

169,675 

36,891 

126,390 

71,064 

8,904 


1,205,307 

855,620 

27. Remuneration of councillors 



Mayor 

Speaker 

Councillors 

940,313 

681,131 

20,622,438 

784,412 

603,909 

18,043,379 


22,143,882 

19,431,700 

28. Depreciation and amortisation 



Property, plant and equipment 

Intangible assets 

80,794,606 

1,543,768 

38,455,421 

1,244,466 


82,338,374 

39,699,887 

29. Impairment of assets 



Impairments 

Property, plant and equipment 

During the verification of assets, some assets were noted to be in poor condition and 
were impaired in terms of GRAP 21 Impairment of Non-cash generating assets. The 
assets were impaired as follows: 

Furniture and fittings: R 1 605 

Plant and machinery: R 721 360 

IT Equipment R 7 293 

Other financial assets 

Impairment is provided for investment in VBS as per National Treasury communication 
due to the bank being put under curatorship and the possibility that the capital invested 
might be irrecoverable. 

730,259 

159,262,692 

51,007 


159,992,951 

51,007 

30. Finance costs 



Finance leases 

111,400 
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31. Debt Impairment 


Debt impairment - consumer debtors 
Debt impairment - revenue forgone 


32. Contracted services 
Other Contractors 

33. General expenses 

Advertising 
Auditors remuneration 
Bank charges 

Consulting and professional fees 

Consumables 

Donations 

Hire 

Insurance 

Community development and training 
IT expenses 

Magazines, books and periodicals 

Medical expenses 

Motor vehicle expenses 

Fuel and oif 

Postage and courier 

Printing and stationery 

Protective clothing 

Subscriptions and membership fees 

Telephone and fax 

Training 

Travel - local 

Electricity 

Uniforms 

Accomodation 

Free basic electricity 

Incidental costs 

Busaries 

Other expenses 


34 Auditors 1 remuneration 


31,564,439 
14,631,082 

25,229,239 

46,195,521 

25,229,239 


57,084,446 

40,303,683 

578,336 

514,139 

4,514,237 

3,225,870 

267,073 

3,535,284 

149,369 

24,731,368 

5,977,570 

963,561 

- 

10,000 

1,641,031 

_ 

353,705 

403,954 

- 

12,603,140 

- 

55,407 

- 

127,660 

- 

11,485 

103,518 

2,161,621 

2,522,140 

_ 

86,427 

118,838 

736,061 

1,504,845 

1,731,496 

w 

115,282 

1,452,620 

1,249,524 

1,187,950 

* 

1,652,624 

7,844,799 

9,116,708 

1,670,972 

1,743,082 

- 

1,575 

5,979,720 

- 

10,154,556 

8,757,003 

8,510 

x 

497,920 

529,816 

1,802,501 

- 

47,984,747 

74,408,550 


Audit fees 


4,514,237 


3,225,870 
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35. Cash generated from operations 

(Deficit) surplus 
Adjustments for: 

Depreciation and amortisation 

(Loss) gain on sale of assets and liabilities 

Finance costs - Finance leases 

Impairment deficit 

Debt impairment 

Bad debts written off 

Movements in retirement benefit assets and liabilities 
Movements in provisions 
Changes in working capital: 

Inventories 

Other receivables from exchange transactions 
Consumer debtors 

Other receivables from non-exchange transactions 

Payables from exchange transactions 

VAT 

Unspent conditional grants and receipts 


2018 2017 


(122,120,157) 

82,338,374 

(51,432) 

111,400 

159,992,951 

39,112,976 

2,816,107 

108,962 


(1,371,609) 

13,110,011 

(41,236,666) 

4,563,480 

17,744,621 

(14,477,440) 

(3,914,780) 


66,310,816 

39,699,887 

2,764,141 

51,007 

25,229,239 

2,354,388 

(439,449) 

49,274 

8,242,609 

(15,321,870) 

(26,357,853) 

(2,695,737) 

(13,361,032) 

4,908,068 


136,726,798 91,433,488 


& 
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36, Commitments 
Authorised capital expenditure 


Contract approved and services have been rendered 

■ Rehabilitation of streets in all sections 

* Upgrading Nkhensani access road 

B Development of road and stormwater master plan 

* Civic Centre Office Phase II 

- Construction of Landfill site and waste Disposal 

* Bode paving of internal streets 

* Mageva sports centre 

* Electrification of villages :Mhlava -Willem ,Sekhing .Mbatlo & Shivulani 

* Homu 14B to 14A upgrading fromgravef to tar 

* Makosha access road upgrading from gravel to paving 

* Upgrading of Civic Centre parking lot 

* Mbaula upgrading from gravel to tar 

* Upgrading of traffic lights and R81 lights 

■ Giyani section F streets phase 3 and 4 

* Giyani section E sports centre precint 

■ Refurbishment of Giyani stadium and section A tennis court 

■ Energising 30 High Mast lights in high crimes zones 

■ Formalisation of settlement 

Upgrading of Makhuva road D3187 from gravel to tar 

* Electrification of villages, Hlomela, Siyandani, Babangu and Ntshuxi 

* Energising of 51 Highmast lights in hrght crime prone zones 

* Rehabilitation of Giyani stadium and section A tennis court and Shivuiani sport 
centre (Consultant) 

* Refurbishment of Shivhulani sports centre 

* Refurbishment of Gawula sports centre 


Contract approved but where services have not taken place at the reporting date 

■ Electronic document management 

• Electrification ofVuhehli, Ndlndani, Gawula, Nwakhuwani and Mahlati Villages 

* Rehabilitation of streets in all sections 

■ Public transport shelters - Turnkey 

■ Upgrading Nkhensani access road 

■ Development of road and stormwater master plan 

• Upgrading of Makhuva road D3187 from gravel to tar 

■ Electrification of villages, Hlomela, Siyandani, Babangu and Ntshuxi 

■ Energising of 51 Highmast lights in hight crime prone zones 

* Rehabilitation of dumping site 


Total capital commitments 

Contract approved and services have been rendered 

Contract approved but where services have not taken place at the reporting date 


Authorised operational expenditure 

Contract approved and services have been rendered 

■ Moyeable and immoveable infrastructure assets verification 

• Physical security services at Traffic testing 

■ Office space rental 

■ Land use management scheme 


2,172,099 

- 

578,893 

- 

1,620,888 

- 

- 

9,791,925 

59,421,770 


5,457,018 

- 

6,862,602 

15,658,768 

7,667,934 

. 

16,869,925 

- 

28,350,795 

- 

3,642,888 

3,642,886 

- 

21,715,349 

9,952,458 

12,163,163 

367,332 

9,121,394 

16,027,641 

18,735,852 

3,316,836 

281,322 

- 

580,155 

138,368 

276,913 

9,027,938 

_ 

1,563,063 

- 

4,766,908 

- 

1,456,165 

- 

371,656 

■r 

661,716 

- 

180,294,893 

91,967,749 


456,000 


- 

6,451,013 

- 

2,965,539 

1,571,137 

1,571,137 

- 

1,076,845 

- 

3,620,382 

- 

14,956,019 

- 

6,697,512 

- 

5,435,518 

- 

5,667,045 

2,027,137 

48,441,010 


180,294,893 

2,027,137 

91,967,749 
48,441,010 

182,322,030 

140,408,759 


2,267,122 

4,978,122 

2,192,025 

. 

90,869 

224,974 

661,674 

- 
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36. Commitments (continued) 

• Property Plant & Equipment Insurance 

• Supply and delivery of municipal newsletter 

• Supply, deivery, installation, maitenance and testing of photocopier services 
rental 

• Review of the GGM Spatial development framework 


607,824 

131,250 656,250 

422,355 1,244,056 

989,070 

7^362,189 7,103,402 


Total operational commitments 


Contract approved and services have been rendered 

7,362,189 

7,103,402 

Total commitments 



T otal commitments 



Authorised capital expenditure 

Authorised operational expenditure 

182,322,030 

7,362,189 

140,408,760 

7,103,402 


189,684,219 

147,512,162 


The following contracts are longer than 12 months 

Supply delivery installation .maintenance and testing of photocopier 
services rental 

Propertry, Plant and Equipment Insurance 
Rehabilitation of streets in all sections 
Electronic Document Management 
Review of the GGM spatial development framework 
Land use management scheme 


Operating leases - as lessee (expense) 


Contract start Contract end 
date date 

01/09/2016 31/08/2019 


01/07/2017 

01/12/2016 

01/10/2017 

29/12/2017 

29/12/2017 


31/07/2020 

30/11/2019 

30/09/2020 

29/12/2019 

29/12/2019 


Contract 

amount 

1,823,616 

982,033 

2,965,539 

456,000 

1,489,069 

1,131,382 

8,847,639 


SfMwsovJi?^fT ent ^ r f present re ^ als Payable by the municipality with a minimum lease payments of R 68 283.65 (2018) 
f * f ph ° toc ° piers - °™, ce Property, radiophones and parking at Limpopo Economic Development Agency 
offiaes in Giyani. Contignet rent is payable on the number of copies made for the month. a * 


Rental expenses relating to operating leases 

Contingent rents 

Contractual 


93,405 92,730 

1,483,175 1,238,02 7 

1,576,580 1,330,757 


0 
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37. Contingent Liabilities 

The municipality has various claims of legal disputes with suppliers that are subject to mediation or legal process. The table 
below indicates the details of the claims: 


Case Description 


Makamu Mamayila vs GGM. The claimant is suing the 
Municipality for the amount of R300 000 for falling into an 
unclosed munidpal drain. 

Nhlovo Sithole vs GGM. The daimant sued the munidpality the 
amount of R400 000 for injuries sustained at the munidpal park. 


38. Related parties 

Relationships 
Accounting Officers 
Councilors 

Related party balances 


Case Number Legal 2018 

Representatix Potential 
e Liability 

456/15 Baloyi 120,000 

Shirindza 
Attorneys 

LP/GY/RC11/ M.C. Baloyi 300,000 
Attorneys 


420,000 


2017 

Potential 

Liability 

120,000 


300,000 


420,000 


Refer to accounting officers’ report note 
Refer to general information page 1 and 2 


Related party transactions 
Agency Services 

Mopani District Municpality 226,696 318,997 

39. Prior period adjustment 

Certain comparative figures have been reclassified. 
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39. Prior period adjustment (continued) 

Certain comparative figures have been corrected and redassified, and the impact is as follows: 

Investment R 102,965,384.00 in VBS was redassified from cash and cash equivalent to finance assets. 

Provision for impairment was erroneously classified as other trade payable in the prior year. Retrospective prior year adjustments was 
done in compliance with the revised IGRAP1, which requires Municipalities to recognise traffic fines revenue based on the traffic fines 
issued instead of the collecting probability. 

Receivable from non-exchange transactions was understated in the prior and a retrospective adjustment was made on the completeness on 
property rates from July 2013 to 30 June 2017. 

VAT receivable was understated in with an amount this amount of R3,553,651 
Increase in intangible assets was understated by R 402,763 
Unspent conditional grant was understated with R 5722 
Reclassification of other income to other income R 112,596 
Depreciation was understated by R1197 104 

Repairs and maintenance was reclassified as contracted services with an amount of R 16,265,310 
Actuarial losses was redassified with an amount of R 2,356,173 
Interest on ovedue accounts was understated by R 5 632,215 
Employee related costs was understated by R 161,141 

Cash and cash equivalent was overstated by R102 965 384 of VBS investement which is reclassified as other financial assests. 
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39. Prior period adjustment (continued) 



Statement of financial position 

Other financial assets 

Receivables from exchange transactions 

Receivables from non-exchange transactions 

VAT receivables 

Cash ansd cash equivalents 

Investment property 

Property, pi ant and equipment 

Intangible assets 

Payables from exchange transaction 
Unspent conditional grants and receipts 


Statement of finanical performance 

& 

Rental of facilities and equipment 
Interest received (overdue accounts) 
Other income 
Property rates 
Traffic fines 

Employee related costs 
Depreciation and amortisation 
Repairs and maintenance 
Contracted services 
Actuarial losses 
General expenses 

Loss on disposal of assets and liabilities 


/lousty 

fted 

■38,688 

939,833 

:52 f 746 

,530,477 

, 220,000 

,566,680 

68,458 

7,799,012) 

9,374,624) 

1 , 043,246 


previously 

■©ported 

880,126 

5,645,953 

1,841,546 

33,665,255 

31,259 

‘19,525,379) 

(38,502,783) 

(16,265,310) 


(99,978,332) 

(2,379,722) 

(23437,387) 


40. Risk management 


Financial risk management 
Liquidity risk 



(14,997,624) 
(102,965,384) 





Correct ^ 

er-v-r-^onof Re. 

classification 

■^2 215 (112.596) 


12,379,! 

42,148,; 

8,106,2 

65,093,1 

11,196,0 

860,527,3 

402,71 

(85,318,65 

(9,380,' 


Restatei 



~ s , 525 



112,596 


(40,303,683) 

(2,356,173) 

42,659,856 


767,1 

11,278,1 

1,954,1 

36,754,7 

438,1 

(119,666,5; 

(39,699,81 

(40,303,6; 
(2,356,17 
(74,408,55 
(2,764, 
( 228 , 026 , 


Tiie munidpaiity's risk to liquidity is a resuit of the funds available to cove-future commie—*^ 
liquidity risk through an ongoing review of future commitments and c f 5 d:: facilities. ''* r *'®*H*. 


The 


Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitore - 
Credit risk 


municipality manages 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial inst-run*—. 

municipality only deposits cash with major banks with high quality credit standing and iirr-^ ,^ ts a nd trade debtors Th 
Financial assets exposed to credit risk at year end were as follows: p °sune to any one counter-party. 


Financial instrument 
Interest rate swap 


41. Deviations 

Deviations incurred during the year 


2018 

11,737,571 


2017 

15,174,630 
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42. Fruitless and wasteful expenditure 

Opening balance 1,652,845 7,574 

Add: Fruitless and wasteful expenditure for current year 173,262 1,645,271 

Less: written off (1,600^000) ' ' - 

226,107 1,652,845 


No disciplinary steps were taken as a connsequence of above expenditure. Current year fruitless and wasteful expenditure 
comprises of the following: 

Interest for late payments to Eskom - R 16 661.22 

Interest for late payment to Auditor General South Africal - R223.27 

Interest for late payment to Compesation Commissioner - R 154 261.90 

Interest on late payment to Old Mutal Pension - R 1 774.59 


43. Irregular expenditure 

Opening balance 8,731,321 7,308,784 

Add: Irregular Expenditure - current year 15,000,000 1,422,537 

Less: Amounts condoned (isloooiooo) - 

8,731,321 8,731,321 


MPAC is currently busy with the investigatinos in line with Section 32 of the MFMA 

44. Additional disclosure in terms of Municipal Finance Management Act 
Audit fees 

Current year subscription / fee 5,146,249 3 225 870 

Amount paid - current year (5,146*249) (3!22s!870) 


VAT 

VAT receivable 6,371,043 8,106,397 

VAT output payables and VAT input receivables are shown in note . 

Ail VAT returns have been submitted by the due date throughout the year. 
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APPROPRIATION STATEMENT 

Save File as : Muncde_AS_ccyy.XLS (e.g.: GT421_AS_2013) 

Change Muncde to your own municipal code (e.g.: GT421) 

Change Year End (ccyy) to Financial Year End (e.g.; 2014 for year 2013/2014) 


Please select name LIM331 Greater Giyani 

Please select year 2017/18 



LIM331 Greater Giyanr ■ Reconciliation of Table A1 Budget Summary 

Description 












LIM331 Greater Giyani - Reconciliati on of Table A2 Budgeted Financial Performance frevenue and expenditure by standard classification) 
Description 2017/18 
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Segmental Statement of Financial Performance for the year ended 30 June 2018 
























































































































































In the previous financial year the electricity projects were 
accounted for under general expenditure but in the current 
year the electricity 
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Organ of States 

DPLG 

LGTA 

National Treasury 

Public Works 

Dept of Energy 

National Treasury 



Name of the Grant 

Municipal Infrastructure Grant 

Municipal System Improvement Grant 

Finance Management Grant 

EPWP 

INEG 

MDRG 

LGSETA 

Equitable Share 





The roll over for MIG for 2013 2014 Financial Year was not approved by National Treasury. 











































































































































